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In an address before the Inter-American Press Association conference on March 25 in San Antonio,
Texas, Mexican economist Everardo Elizondo, said Latin American economic recovery will continue
to be difficult until fundamental economic change turns the region into competitive exporters.
Elizondo, director of Index S.A., a Monterrey economic analysis firm, pointed out that the import
substitution strategy adopted by Latin American governments 40 years ago in the early stages
of industrialization caused the development of an inward- looking industrial and commercial
structure. Under import substitution, he said, a country promoted domestic industries to produce
for the domestic market, discouraging exports, and encouraging the importation of goods not made
in the country. Elizondo told a panel on the future of the Latin American and Mexican economies
that this "pro-import" structure, and not protectionism in the industrial countries, was causing
most of the export problems in the region. The economist argued that while the overall inflation
rate improved in 1986 as Brazil, Bolivia and Argentina implemented ambitious anti-inflationary
programs, the rate would be higher this year due to the collapse of the Brazilian program. Elizondo
then pointed out that the region's $382 billion foreign debt has transformed the region into a net
capital exporter. In this regard, he said the banks holding the debt will ultimately be forced to
reach some kind of agreement on their loans. "Some banks made very poor judgments on their
investments and they must pay for it." However, the economist emphasized that certain mistakes
by Latin American countries must also not be repeated. An example in this regard was Mexico's
overvalued exchange rates in the early 1980s that help create the enormous debt. Mexican economic
recovery, he said, is hampered to a large degree by its dependence on oil. According to Elizondo,
while Mexico is presently exporting more non-petroleum products than oil for the first time in
several years, this turn of events can be explained by the drop in oil prices rather than success of the
country's export diversification program. Elizondo predicted a "near-term" economic recovery for
his country. However, he said, this recovery would eventually be undermined by negative factors
such as inflation and the scarcity of private investment.
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